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(1) Paid the loan in full; or
(2) Executed a new written repay-

ment agreement; and
(3) Made one payment each month for

six consecutive months.
(f) Loan rehabilitation. (1) The Sec-

retary considers that the borrower has
rehabilitated the loan when the bor-
rower has—

(i) Paid the loan in full; or
(ii) Executed a new written repay-

ment agreement; and
(iii) Made one payment each month

for 12 consecutive months.
(2) Within 30 days of the date of the

rehabilitation, the institution shall re-
port the rehabilitation to any national
credit bureau.

(Authority: 20 U.S.C. 1087bb)

[59 FR 61405, Nov. 30, 1994, as amended at 60
FR 61814, Dec. 1, 1995]

§ 674.6 Default reduction plan.
(a) General. An institution with a co-

hort default rate that equals or exceeds
15 percent shall establish and imple-
ment a plan designed to reduce defaults
by its students in the future. The insti-
tution shall submit to the Secretary by
December 31 of the calendar year in
which the cohort default rate was cal-
culated—

(1) A written description of the de-
fault reduction plan, or

(2) A statement indicating that the
institution agrees to comply with the
required measures in paragraph (b) of
this section.

(b) Required measures. The default re-
duction plan required under this sec-
tion must include a description of the
measures to be taken by the institu-
tion to reduce defaults. The institution
shall explain how it plans to imple-
ment the following measures:

(1) Revise admission policies and
screening practices, consistent with ap-
plicable State law, to ensure that stu-
dents enrolled in the institution, espe-
cially those who are not high school
graduates or those who are in need of
substantial remedial work, have a rea-
sonable expectation of succeeding in
their programs of study.

(2) Improve the availability and ef-
fectiveness of academic counseling and
other support services to decrease
withdrawal rates, including—

(i) Providing academic counseling
and other support services to students
on a regular basis, at a time and loca-
tion that is convenient for the students
involved;

(ii) Publicizing the availability of the
academic counseling and other support
services;

(iii) Establishing procedures to iden-
tify academically high-risk students
and schedule those students for imme-
diate counseling services; and

(iv) Maintaining records identifying
those students who receive academic
counseling.

(3) Attempt to reduce its withdrawal
rate by conforming with that accredit-
ing agency’s standards of satisfactory
progress and with those described in 34
CFR 668.14, and improving its curric-
ula, facilities, materials, equipment,
qualifications and size of faculty, and
other aspects of its educational pro-
gram in consultation with its academic
accrediting agency.

(4) Increase the frequency of reviews
of in-school status of borrowers to en-
sure the institution’s prompt recogni-
tion of instances in which borrowers
withdraw without notice to the institu-
tion. Reviews must be conducted each
month.

(5) Expand its job placement program
for its students by—

(i)(A) Increasing contacts with local
employers, counseling students in job
search skills, and

(B) Exploring with local employers
the feasibility of establishing intern-
ship and cooperative education pro-
grams;

(ii) Attempting to improve its job
placement rate and licensing examina-
tion pass rate by improving its curric-
ula, facilities, materials, equipment,
qualifications and size of faculty, and
other aspects of its educational pro-
gram in consultation with the cog-
nizant accrediting body; and

(iii) Establishing a liaison for job in-
formation and placement assistance
with the local office of the United
States Employment Service and the
Private Industry Council supported by
the U.S. Department of Labor.

(6) Remind the borrower of the im-
portance of the repayment obligation
and of the consequences of default and
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update the institution’s records regard-
ing the borrower’s employer and em-
ployer’s address as part of the contacts
with the borrower under § 674.42(b).

(7) Obtain from the borrower at the
time of a borrower’s admission to the
institution information regarding ref-
erences and family members beyond
those provided on the loan application
to provide the institution or its agent
with a variety of ways to locate a bor-
rower who later relocates without noti-
fying the institution.

(8) Explain to a prospective student
that the student’s dissatisfaction with,
or nonreceipt of, the educational serv-
ices being offered by the institution
does not excuse the borrower from re-
payment of any Federal Perkins Loan.

(9) Use a written test and intensive
additional counseling for those borrow-
ers who fail the test to ensure the bor-
rower’s comprehension of the terms
and conditions of the loan including
those described in §§ 674.16 and 674.42(a)
as part of the initial loan counseling
and the exit interview.

(10) During the exit interview pro-
vided to a Federal Perkins Loan bor-
rower—

(i) Explain the use by institutions of
outside contractors to service and col-
lect loans;

(ii) Provide general information on
budgeting of living expenses and other
aspects of personal financial manage-
ment; and

(iii) Provide guidance on the prepara-
tion of correspondence to the borrow-
er’s institution or agent and comple-
tion of deferment and cancellation
forms.

(11) Use available audio-visual mate-
rials such as videos and films to en-
hance the effectiveness of the initial
and exit counseling.

(12) Conduct an annual comprehen-
sive self-evaluation of its administra-
tion of the title IV programs to iden-
tify institutional practices that should
be modified to reduce defaults, and
then implement those modifications.

(13) Delay loan disbursements to
first-time borrowers for 30 days after
enrollment.

(14) Require first-time borrowers to
endorse their loan check at the institu-
tion and to pick up at the institution

any loan proceeds remaining after de-
duction of institutional charges.

(Approved by the Office of Management and
Budget under control number 1840–0535)

(Authority: 20 U.S.C. 1087bb)

[59 FR 61405, Nov. 30, 1994, as amended at 62
FR 50847, Sept. 26, 1997]

§ 674.7 Expanded lending option
(ELO).

(a) To participate in the expanded
lending option in any award year, an
eligible institution shall enter into a
special ELO participation agreement
with the Secretary. The agreement
provides that the institution shall—

(1) Deposit ICC equal to 100 percent of
the FCC described in § 674.8(a)(1) for
that award year into the Fund;

(2) Maintain a cohort default rate
that is equal to or less than 15 percent;
and

(3) Have participated in the Federal
Perkins Loan program for at least two
years.

(b) The maximum annual amount of
Federal Perkins Loans and Direct
Loans an eligible student who attends
an institution that participates in the
ELO may borrow in any academic year
is—

(1) $4,000 for a student who has not
successfully completed a program of
undergraduate education; and

(2) $6,000 for a graduate or profes-
sional student.

(c) The aggregate maximum amount
of Federal Perkins and Direct Loans an
eligible student who attends an institu-
tion that participates in the ELO may
borrow is—

(1) $8,000 for a student who has not
successfully completed two years of a
program leading to a bachelor’s degree;

(2) $20,000 for a student who has suc-
cessfully completed two years of a pro-
gram leading to a bachelor’s degree but
who has not received the degree; and

(3) $40,000 for a graduate or profes-
sional student.

(d) The maximum annual amounts
described in paragraph (b) of this sec-
tion and the aggregate maximum
amounts described in paragraph (c) of
this section may be exceeded by 20 per-
cent if the student is engaged in a pro-
gram of study abroad that is approved
for credit by the home institution at

VerDate 27<AUG>98 11:51 Aug 28, 1998 Jkt 179132 PO 00000 Frm 00531 Fmt 8010 Sfmt 8010 Y:\SGML\179132T.XXX pfrm03 PsN: 179132T


		Superintendent of Documents
	2015-01-23T11:09:20-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




